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Bigger Pond, 
Bigger Frogs 


[' ONE PERSON or one organiza- 
tion makes money, must some 
other person or organization lose ? 
Kugene Holman. Chairman of 
Standard Oil Company (New Jer- 
sey). certainly doesn’t believe so 
and some remarks he made at the 
1954 annual meeting of that pe- 
troleum company should end that 
kind of thinking once and for all. 


Wealth Created 


Jersey Standard, he pointed out. 
is doing a big job—is prospering 

“by creating wealth that didn’t 
exist before. 

“By the application and invest- 
ment of capital and brains and 
ability we have produced oil from 
the earth 
middle of desert wastes. in other 
places under water. Where there 
was nothing we found a valuable 
raw material 


in some places in the 


we have created 
wealth and nobody has lost any 
money or given up any of his 
rights.” 
Who benefits from this wealth? 
All kinds of people 


ers, employes. customers. govern- 


share own- 


ments, and the general public 
and Mr. Holman cited facts about 
Jersey Standard’s 1953 operations 
to buttress his contentions: 

l. Dividends of $272.000.000 
went to investors who live—and 


spend their dividends—in every 
state and the District of Columbia. 

2. Employes numbering 119.000 
received $692.000,000 in’ wages. 
salaries and benefits. 

4. Purchases of supplies and 
services from other companies 
many of them small enterprises 
created more than 100,000 jobs. 

1. Research and development 
designed to 


costs improve old 
products, create new ones and im- 
prove the nation’s living standards 
amounted to $29,000,000. 
5. The company’s tax bill totaled 
$411.000,000—S226.000.000 of it 
in this country. 


“Year after year.” Mr. Holman 
told share owners, “we have grown 
in our ability to serve. as well as 
in assets. earnings. and dividends. 
We have contributed in important 
measure to the social and economic 
welfare of this and other nations. 
and we have not done it at the ex- 
pense of any smaller companies or 
individuals. 

“In fact. 


erown as we have. because both 


many others have 


the pond and the frogs are getling 
larger every day.” 
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THE Balanced 
Retirement Plan 


By Amyas 


s IT possible to set up a pension 
l plan which adjusts to fluctuating 
living costs? 

The withering effects of inflation 
have been responsible for many 
disappointments in the history of 
pension plans. The pensioners re- 
ceive every dollar promised, but 
they find increasingly that their in- 
come in their declining years is in- 
sullicient because of the shrunken 
purchasing power of the dollar. 

Pension plans which 
only a fixed number of dollars. 
rather than aiming at a_ stable 


promise 


purchasing power, contain an in- 
herent flaw because the history of 
our country records so many peri- 
ods of what might be called “con- 
trolled inflation.” 


Two Parts 


It is my deep conviction that 
a balanced retirement plan, rec- 
ognizing the possibility of both 
inflation and deflation, is an im- 
portant step in solving this prob- 
lem. Such a balanced plan pays 
part of a pension in a fixed num- 
ber of dollars; the other part in 
a fixed number of units in a com- 
mon stock trust fund, which may 
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increase or decrease in value with 


investment experience. 

In fact, our firm——an investment 
house and a member firm of the 
New York Stock Exchange has 
adopted such a_ plan. following 
the ideas worked out by the Teach- 
ers Insurance & Annuity 
tion. We believe that many other 


Associa- 


firms and businesses will be influ- 
enced by the reasoning that led us 
to adopt a balanced retirement plan. 

If we are correct. then here is 
an important and exciting develop- 
ment—one of great significance to 
the nation’s business enterprises 
and to employers and employes 
alike. and incidentally to the se- 
curities industry. 

Here’s how it works: 

Our firm contributes each year 


1 








to its employes’ retirement plan. 
The participants make no contribu- 
tions. Each employe’s interest in- 
creases with his salary bracket and 
years of service. 

Our plan differs from an ordi- 
nary pension plan in that each of 
our employes will receive: 

1. Part of his retirement pay in 
a fixed number of dollars (as in 
other plans). 

2. Part of his retirement pay 
based on the value of a fixed num- 
ber of units in a common stock 
trust fund. 


How It Works 


For instance, take the case of an 
employe who has 180 
units of retirement income in the 
firm’s equity fund. If the value of 
those units. based on the assets 
in the common. stock trust fund, 
was $12. he would get $2,160 in 
his first year of retirement from 
the equity part of the plan. If in 
another year of his retirement the 
value of 


received 


the common stock trust 
fund had increased to $15 a unit, 
from the 
equity part of the plan would in- 
crease to $2.700. In each year he 
would also have $2.000 from the 
fixed-dollar part of the plan and, 
in addition, his Social Security 


his retirement income 


payments. 

Thus. his retirement income will 
increase or decrease, depending 
upon the value of the securities in 
the common stock trust fund. 

And. he will know that his equity 
retirement income is derived from 
ownership in those corporations 
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which are making such an impor- 
tant contribution to the nation’s 
wealth. 


Higher or Lower 


In periods of deflation, the re. 
tired fixed-dollar — in- 
come will. of course. increase in 


employe’s 


purchasing power, while his equity 
income will probably decrease. In 
times of inflation, his equity in- 
come will--if the history of the 
past is any criterion—increase as 
his fixed-dollar pension decreases 
in buying power. 
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found 
that industrial common - stocks 
listed on the New York Stock Ex- 
change averaged 6 per cent in divi- 


The Cowles Commission 


dends and an average annual ap- 
preciation of 2.8 per cent—a total 
performance of 8.8 per cent-——in 
the period 1871-1938. Since 1938, 
the record has been even better. 

Most ordinary pension plans are 
based on a compound interest ac- 
crual of 2!,—3 per from 
fixed-income securities. If the ac- 


cent 


tual yield received is higher. no 
benefit accrues to the retired em- 





Amyas Ames is management partner of a 
prominent New York Stock Exchange mem- 
ber firm. He has been a Governor of the Ex- 
change since 1949, and is a former Governor 
of the Investment Bankers Association. 
Born in Sharon, Massachusetts, on June 15, 
1906, Mr. Ames was graduated from Harvard 
University in 1928 and from Harvard Uni- 
versity Graduate School of Business Admin- 


istration two years later. 


He organized the Fellowship 





Program, 


whereby the securities industry brings a number of university pro- 
fessors to Wall Street every year so that these educators may gain 
first-hand knowledge of the operations of the nation’s financial center. 

During World War II, Mr. Ames served as Administrative Officer 
for the War Shipping Administration. 





ploye: instead the over-all cost of 
the plan to the employer is  re- 
duced. In our retirement plan. any 
excess yield over the assumed in- 
come factor of 314 per cent in the 
equity portfolio accrues to the em- 
ploves and provides greater retire- 
ment benefits. 


Stock Yields 


It would not be unreasonable to 
expect a return of 5 to 6 per cent 
from our equity portfolio over the 
long term. This higher yield on 
common stocks compounding over 
a long period of years can be a 
powerful protective force to the 
employe. For instance, an extra 
3 per cent compounding over a 
25-year period would more than 
double the money so held. This in 
effect sets up a protective cush- 
ion for the employe — a_protec- 
tion against inflation on the one 
hand. and against the possibility of 


market depreciation on the other. 

We projected the effect of our 
plan on one of our senior employes 
—who has been with the firm for 
15 years and is now earning 
$8.500 a year—who may be ex- 
pected to retire 25 years hence: 

If the equity fund shows a total 
investment performance of only 
314% per cent over the next 25 
years, his income from both his 
equity units and his fixed pension 
in his first full year of retirement— 
excluding Social Security—will be 
$3,648. But. if the equity portfolio 
shows a total investment perform- 
ance of 8!5 per cent, his total 
income in his first year of leisure 
will be one-third greater, or $4,- 
691—excluding Social Security. 

Under our plan equities are se- 
lected by a committee of senior 
employes. all of whom are quali- 
fied investment men, advised by a 
committee of partners. 








We do not, of course, know 
whether our equities will produce 
3! per cent, 8's per cent, or more 
or less over the next 25 years. But 
we believe our employes are pro- 
tected to a much greater extent 
than they could possibly be under 
a fixed-dollar plan alone. 

There is substantial flexibility in 
the number of dollars needed each 
year to pay for our plan. Prior 
service which is amortized 
over 20 years, can be anticipated 


cost. 
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ED-DOLLAR PENSION 


in part in a good year or skipped 
in a lean year. 

Also, current service costs of our 
plan will vary in accordance with 
the size of the payroll and represent 
a relatively small percentage of 
the payroll. 

We have provided for a joint 
annuity at the election of the em- 
ploye, whereby, in the event of 
the death of a retired employe, re- 
tirement benefits continue during 
his widow’s lifetime. 

However, the plan has no death 
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benefits. since that eventuality is 
covered by separate group insur- 
ance. 

Thus, there is never any uncer- 
tainty as to the obligation to be met 
in any given year. Each year’s re- 
quirements of dollars and of units 
for pensioners can be forecast ex- 
actly. 

This type of balanced retirement 
program is the perfect medium 
for common stock investment be- 
cause (1) it is long range. (2) tax 
sheltered, (3) based on dollar-cost 
averaging, (4) there are no fixed- 
dollar claims 
stocks, and (5) payments to be 


against common 
made during any one year can be 
accurately predicted, 


Shoulc rove Popular 
SI Id P P l 


The balanced retirement plan 
is a relatively new development. 

We expect that more and more 
companies of every type through- 
out all sections of the country will 
put similar retirement plans into 
effect in the near future. They will 
do so, we believe. because this type 
of protection is founded on sound 
economic and investment prin- 
ciples. 

\s retirement planning turns in- 
creasingly to stock in- 
vestment. the market for equity 
securities is bound to broaden sub- 
stantially. 

And that. of course, will mean 
further progress toward the goal 


common 


of a nation of share owners. 
Truly. here is a great opportunity 
and a challenge — to the se- 
curities industry. 
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FOR N. on-Splitters 


yo muCH has been said and writ- 
.e, ten about the beneficial effects 
of stock split-ups that some inves- 
tors may suspect that equities 
which aren’t split periodically 
probably must either 
1. Never register an advance 
in market price. or 
Drop lower and lower in 
market value. 

What are the facts? 

Perhaps the table on the next 
page-—citing 25 listed common 
stocks which have neither split nor 
paid a stock dividend for periods 
ranging from 25 to 50 years—is as 
good an answer as any. 


Owners Did Well 


For the most part. the owners of 
these equities have fared very well 
indeed over the 10-year period re- 
viewed. 

An investor who purchased 10 
shares of each of these 25 issues on 
June 1. 1944. would have had on 
the same date this vear paper 
profits. ranging from $30 to $750 

on 21 of the common stocks: 
paper losses on three. and the re- 
maining one would show neither 
profit nor loss. 

Percentagewise, the 21 profits 
on the stocks ranged from 4.3 to 
293.8 per cent; while the three 
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losses amounted to 10.7 per cent, 
17.9 and 51.7 per cent. 

All of the 25 common. stocks 
cited paid some cash dividends dur- 
ing the ten-year period ended on 
June 1, 19514. 


Losses Offset 


The largest loss shown in the 
tabulation is $300 on 10 shares of 
Underwood, but cash dividends on 
that stock amounted to $332.50. 
For Liggett & Myers, the loss of 
$140 is more than offset by cash 
dividend distributions of $460: 
while the figures for U. S. Smelt- 
ing, Refining & Mining are a pa- 
per loss of $60 and a dividend in- 
come of $137.50. 

Fifteen of the 25 different in- 
vestments of 10 shares each—or 
60 per cent—registered price in- 
creases of 50 per cent or more dur- 
ing the 10-year period. 

It should be pointed out. of 
course. that the losses or profits 
and the cash dividend distributions 
do not tell the whole story: 

Owners of at least ten of the com- 
mon stocks shown were given valu- 
able “rights” to buy other securities 

bonds, debentures or stock—dur- 
ing the ten years. Such “rights” 
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could have either been sold or exer- 
cised by the share owner. 

The 10 which distributed “rights” 
in one form or another are Allis- 
Chalmers, American Telephone & 
Telegraph, Consolidated Edison, 
Liggett & Myers. Lorillard, Mont- 
somery Ward. Pacific Gas & Elec- 
tric, Sinclair Oil, U. S. Gypsum and 
Zenith Radio. 

This article does not in any way 
intend to convey the impression 
that common stocks which split 


from time to time are less attrac- 
tive than those which are cited in 
the table. 

Actually, of course, there is a 
great deal which may be said in 
favor of splits—including the fact 
that such action tends to increase 
the number of stockholders. 

And. as has been pointed out in 
previous issues of THE EXCHANGE. 
many issues split frequently have 
rewarded very 


investors hand- 


somely indeed. 





25 Selected Listed Common Issues Which Have Not Split or 
Paid a Stock Dividend for 25 Years 


Cash Divs. 

No Approx. Approx. 10-Year Paid on 

Stock Cost of Market Profit 10 Shs. 

Divs., 10Shares Value of Or Loss Per Cent in 10 Yrs. 

Splits Purchased lO shrs. (6/1 44 to Profit (6/2/44- 

Common Stock Since: 6/1/44 6/1/54 6/154) Or Loss 6/1/54) 
Allis-Chalmers Mfg. Co 1930 $ 380 $ 580 $+-200 + 52.6% $257.00 
American Tel. & Tel. Co 1900 1,610 1,680 + 70 + 43 900.00 
Anaconda Copper Mining Co 1916 260 390 +-130 + 50.0 297.50 
Cons. Edison Co. of N. Y. 1929 220 440 +220 +-100.0 178.00 
General Foods Corporation 1929 420 660 +240 +- 57.1 211.50 
Int'l Nickel Company of Canada 1930 270 430 +160 + 59.3 204.50 
Kennecott Copper Corporation 1930 310 830 +-520 +-167.7 447.50 
Liggett & Myers Tobacco Co 1928 780 640 —140 — 17.9 460.00 
P. Lorillard Company 1928 190 250 -+- 60 31.6 143.50 
MacAndrews & Forbes Company 1927 270 420 +150 + 55.6 251.50 
Mid-Continent Petroleum Corp. 1921 270 810 +540 +-200.0 307.50 
Montgomery Ward & Company 1929 470 640 +-170 + 36.2 295.00 
Pacific Gas & Electric Company 1928 340 430 + 90 +- 26.5 201.50 
Packard Motor Car Company 1930 40 40 18.00 
Pet Milk Company 1929 260 550 -+-290 +1115 132.00 
Pure Oil Company 1922 160 630 +470 +-293.8 190.00 
Radio Corp. of America 1930 100 270 +170 +170.0 66.00 
Sinclair Oil Corporation 1922 140 440 +-300 +-214.3 182.50 
Texas Gulf Sulphur Company 1927 350 950 +-600 +171.4 462.50 
Underwood Corporation 1924 580 280 —300 — 51.7 332.50 
U. S. Gypsum Company 1929 750 1,500 +750 +100.0 580.00 
U. S. Smelting, Ref. & Min. Co. 1906 560 500 — 60 — 10.7 137.50 
F. W. Woolworth Company 1930 390 420 + 30 + 7.7 235.00 
Wm. Wrigley, Jr.. Company 1930 660 840 +180 + 27.3 387.50 
Zenith Radio Corporation 1929 380 670 +290 76.3 190.00 
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THE AMERICAN MARKET 
IS NEVER SATURATED 


By Joun L. Hottoway. President, CRANE COMPANY 


UTOMOBILES are being made 
A with longer life built into them 
than ever before. Yet there seem to 
be fewer old cars on the road each 
vear. Used car lots contain little 
but good-looking “late model” cars. 
With all the long life built into 
them, automobiles are traded faster 
than ever. 

It seems obvious in the face of 
this that most people don’t buy new 
cars because the one they have is 
worn out, nor because they need a 
new car. They buy a new one be- 
cause they want something new— 
or different—or better. 


Potential Customers 


And if people will buy some- 
thing just because it is new or 
different or better, they are always 
potential customers for improved 
products, regardless of what econ- 
omists call market saturation. 

Markets are determined not so 
much by what the buyer has on 
hand but what the seller has to of- 
fer. The potential sale is influenced. 
too. by whether the customer has 
the money to buy. But having the 
and the desire. which he 
always has—the sale is more than 
half made if the product is new 





money 








enough, better-looking enough or 
desirable enough. 


What the customer already owns 
certainly is a factor, but I believe 
we have given it too much impor- 
tance in our analysis of potential 
sales. Of the three factors we are 
discussing, the nature of the new 
product is the most important, the 
financial condition of the customer 
next in importance and what he 
owns at the time least important. 
Too many, I believe. are listing the 
factors the opposite way. 

If there is such a thing as a sat- 
urated market. the automobile fac- 
tories would have to shut down pe- 
riodically and stop producing for 
long periods of time. Actually, if 
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ways. 


division 


John L. Holloway joined Crane Co. as a 
CPA in the control division in 1935. He be- 
came secretary of the company in 1937; 
was elected vice president in charge of 
finance in 1941; he has served as president 
since 1946. 

Born in Manitoba, Canada, he studied 
engineering at the University of Manitoba, 
Summers he worked in the engineering 
of the Canadian National 
Then 


Rail- 


from 1915 to 1918 he was 


with the Canadian Army. After the war, Mr. Holloway went with the 
accounting firm of Peat, Marwick, Mitchell & Co. in Manitoba. Later 
he was transferred to the firm’s Chicago office, where he specialized 
in cost systems and special appraisals in connection with mergers. 





the new models are improved 
enough and the public has money 
enough, automobile sales remain 
ata good level. 

Obsoleting what people have on 
hand by producing something bet- 
ter is the very heart and soul of 
American business and it is in no 
small way responsible for our high 
standard of living. It results in 
greater production. which means 
greater employment and an_ in- 


Chicago factory of Crane Co. 
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creased capacity to buy. The con- 
sumer whose goods are rendered 
obsolete is also the worker who 
produces the new goods. The more 
the public is induced to buy goods 
or services the more jobs are cre- 
ated, which, in turn, increases the 
public’s capacity to buy. It is a 
continuous cycle which has ad- 
stock- 
holder. worker and consumer. 

It is a spiral of better living in 


vantages for everybody 
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Bending a heated pipe. 


which everybody benefits—and no- 
body loses. 

The way our economy is geared, 
retrenchment is just the wrong 
move when business begins to slow 
down. Business slows because we 
are not offering the consumer 
goods that are attractive enough 
and/or because he hasn’t the in- 
come or capital to keep up his buy- 
ing. If we curtail production we 
offer him less to buy and provide 
him with less employment and less 
ability to buy. Retrenchment starts 
the spiral downward. 

When business slows—not just 
seasonally, but as a trend—that is 
the time to gear up for production 


f 


oi new products. 


Must Be Good 


But the new products must be 
worth the investment and that is 
the criterion. Our research and en- 
gineering laboratories are our sal- 
vation when the outlook is not 
good. Research and engineering 
are not parasitical activities that 
should be fed only when profits 
are fat and starved when profits are 
lean. Improved products and im- 


proved design are the creators of 
sales and profits. 

Research and engineering activi- 
ties should not depend upon sales 
and profits—sales and profits de- 
pend upon them! 

The objective of American busi- 
ness is not just to supply the peo- 
ple with their needs. If it were. we 
would still be producing spinning 
wheels, tallow candles and buggy 
whips. Our standard of living 
would remain static. 

And since our people must not 
only approve but actually buy 
what makes up this improved 
standard, it is the function of 
American business—not the gov- 
ernment and not, solely, the pro- 
fessions—to raise that standard. 

The makers of pipe, valves and 
fittings eliminated the outhouse 
and the old oaken bucket and for 
decades Americans were satisfied 
with their inside sinks and toilets. 

But in the early 1920’s Crane Co. 
set out to make the American bath- 
room pleasant as well as useful. 
Employing a noted designer for its 


Gate valves ready for shipment. 



















plumbing fixtures. promoting color 
in the fixtures, and using full color 
advertisements—a pioneer move at 
that time—this company completely 
changed the public’s concept of the 
bathroom, from a utility room not- 
to-be-mentioned to a show-place to 
be proud of. 

Now, Americans are being told 
the advantage of the powder room 

and their desire for it has al- 
ready been created. 

This is what makes the old con- 
cept of a saturated market seem 
as out of date as a kerosene lamp. 


Health Standards 


Standards of health are probably 
most important and 
most spectacular. We can thank a 
progressive medical profession for 


progress 


our modern hospitals and modern 
The 
made by plumbing manufacturers 
by firms that make sinks, lava- 
tories, faucets—to modern hospital 
techniques may be only incidental. 
But the desire for new markets 


medical care. contributions 


the profit motive—has its place in 
this progress. 

Heating equipment for the 
American home is not replaced. 
generally. when it is worn out. but 
when it is superseded by something 
more comfortable and efficient. Re- 
placing the old with the new is not 
extravagant—it is economical. 

Crane Co. is introducing new. 
efficient boilers for home 
heating and is working on even 


more 


better ones to be offered as soon 
as they can be thoroughly tested. 
We are even experimenting with 
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entirely new methods of heating. 
Our aviation subsidiary, Hydro- 
\ire, Inc., has a fuel booster pump 
that will solve the problem of vapor 
stall in jet airplanes and an auto- 
matic braking device for planes 
that will allow them to land on ice- 
with the 
safety as on dry ones. 

We are constantly working on 
new metal alloys so that the valves 
serving industry will stand higher 
temperatures, greater pressures and 


covered runways same 


resist corrosion by the new chemi- 
cals used. Crane Co. has begun to 
manufacture titanium, the new met- 
al that is as strong as steel, almost 
as light as aluminum, and far more 
heat resistant. 

Our customers are not just those 
who want a new valve to replace 
an old that is worn out 
they include those who want to ac- 
complish manufacturing processes 
that have never been considered 
possible before. Many of these are 
in the new petro-chemical industry. 


one 


Saturation Ignored 


This is only the small part of one 
company in an expanding economy 
which pays less and less attention 
to what is called saturation. 

Our planning is based upon what 
can be—not upon what has been. 
Our market research tells us where 
to place our emphasis and what 
replacement business to count on. 

But no analysis of the market 
will ever convince us that the long- 
range future isn’t going to be just 
about as good as we have the faith 
and courage to make it. 








EVERYBODY'S 


BUSINESS 


r “What Makes Us Tick” con- 
| tinues to be the favorite motion 
picture of the editors of THE Ex- 
CHANGE Magazine. as it does, the 
margin of preference for the New 
York Stock Exchange product has 
just been narrowed, 

The reason is not that we like 
“Tick” less, but because a new 
motion picture— “It’s Everybody's 
Business,” produced for the Cham- 
ber of Commerce of the United 
States in cooperation with E. I. du 
Pont de Nemours & Co.. Inc.- 
does such a superb job of telling 
the story of America’s competitive 
enterprise system. 

“It's Everybody’s Business” ex- 
plains—clearly, skillfully, force- 
fully and entertainingly—-how this 
nation’s business system, built in 
firm freedom foundations. has 
given us the highest standard of 
living in the world. 

Pleasantly, but tellingly, this 
new film shows how: 


e Profits insure job security and 
encourage capital investment. 




















e Individual investment in busi- 
ness means more and _ better 
jobs for more people. 


e Increased productivity betters 
living standards. 

e Competition improves prod- 
ucts and services. lowers prices. 

e Advertising benefits all the 
people. 

e Government should function 
in a free economy for the best 
interests of everyone. 

Like “Tick,” the new movie was 

produced by John Sutherland. 

“It's Everybody’s Business” is 

an animated, sound picture it 
Technicolor. Running time is 22 
minutes. 
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PIONEER PLASTICS SHARES 


URING the Spring of 1927. a 
D chance meeting in Cleveland 
between two engineers with ideas 
and a salesman with both ideas and 
capital brought about the following 
results: 

The investment of $5.000 to cre- 
ate a new 


company—~—pioneering 


in machine-production of  cello- 
phane wrappers — whose 


have since grown to $13.000.000, 


assets 


Salesman-Capitalist 


Thomas F. Dolan was the sales- 
man-capitalist; the engineers were 
Logan A. Becker and John Mun- 
son, and the name of the enterprise 
they created—using the first syl- 
lable of each man’s name—was 
The Dobeckmun Co. Mr. Dolan 
has been president from the start. 
504,- 
151 shares of $l-par value com- 
mon stock (ticker svmbol: DBK) 
were listed on the New York Stock 
Exchange. 





Last month the company’s 


\t_ present, Dobeckmun 
some 800 different 


turns 
out materials 


Main plant at Cleveland, Ohio. 


used in the high-speed automatic 
packaging of pharmaceuticals, 
chemicals, food powders, liquids 
and hardware products. One of its 
revolutionary products is the “Zip- 
Tape” 


packages of cigarettes, chewing 


opening device used on 


gum and confections. 

In addition to cellophane. the 
company uses other plastics, alu- 
minum foil, cotton cloth and paper 
in the manufacture of packaging 
materials. 


Operates Printing Plant 


The company has expanded into 
printing, and its investment in 
rotogravure and rubber _ plate- 
making services and_ high-speed 
presses permits it to print sales 
messages on cellophane and other 
wrappings. 

Dobeckmun’s_ plants are in 
Berkeley, Calif.; Bennington and 
Wells River, Vt., and Cleveland. 
Bedford and Madison, Ohio, and it 
is now building plants in London 
and Amsterdam. 

The company’s 1953 sales rose 
to a new peak at $29,290,000 from 
$24,271,000 in 1952; while 
income improved to $1,013,000, or 
$2.17 a common 
$568.000, or $1.18. 

Share owners number 2.110, and 
they have received dividends of 35 


net 


share, from 


cents per share in recent quarters. 
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Class Conflict? 


rPUERE is a school of thought that 

Labor and Capital are natural 
mortal enemies—at each 
throats. 


other’s 


True 
fostered by adherents of disrup- 
tion? 

Well. let’s look at some of the 
available evidence: 

Benjamin A. Fairless, Chairman 
of the United States Steel Corpora- 
tion, said in a public speech that 
the employes of “Big Steel” could 
buy every share of that corpora- 
tion’s common stock “just as easily 
and just as cheaply as they can 
purchase a moderately good auto- 
mobile.” 


or an over-simplification 


87 Shares Each 


Together, he explained, the 
300,000 employes of the nation’s 
largest steel producer could acquire 
all of its common stock if each 
bought just 87 shares at a cost at 
that time of less than $3.500. In- 
vesting only $10 a week each. the 
U.S. Steel employes could acquire 
all the corporation’s common stock 
in a period of less than 10 vears. 

By implication. of course, Mr. 
Fairless left the impression that 
U. S. Steel emploves aren’t quite 
the bitter foes of big business that 
some people believe them to be. 

However, Mr. Fairless could 


probably be termed a spokesman 
for “Capital,” so let’s hear from 
someone more likely to reflect the 
views of “Labor”: 

Within recent weeks, a leading 
manufacturing company ran a con- 
test in which employes gave their 
views on this question: “What 
stock in our 
means to me.” 


owning company 

One of the prize-winning an- 
swers follows: 

“My grandfather used to say, 
‘Investin’ money is just like get- 
ting married, Don’t tie up with a 
stranger.” 





“That always sounded like pretty 
good advice to me, so when West- 
inghouse (Electric Corporation) 
offered employes a special oppor- 
tunity to buy stock. I thought, 
‘What outfit do T know better than 
Westinghouse? I’ve worked here 
20 vears and always got my pay 
check. They make things people 
need all the time. everywhere. The 
top management must know what 
its doing... 
right along.’ 

“To tell the truth. I didn’t know 
too much about stocks. T still don’t. 
But I could understand this much, 


we ve been growing 
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| was investing in something | was 
working for, eight hours a day. 
I could keep my eye on how things 
were going without hiring a broker 
or some other kind of expert to 
keep me informed. As grandpa 
said. I knew there was ood blood 
in the family. 

“Westinghouse hasn't let me 
down. It has paid regular divi- 
dends to me for the use of my 
money and my stock has increased 
in value. 

“] guess grandpappy knew what 
he was talking about and I've got 
him to thank for giving me the tip 
that Westinghouse would be a good 
investment. My money’s not mar- 
ried to any stranger. It’s tied up 
with a reliable guy we can all be 
proud of—a guy who makes regu- 
lar weekly paychecks possible, net 
only to me but to 7,600 others 
in Mansfield alone.” 


Not An Executive 


That essay wasn't written by a 
bright young executive being care- 
fully groomed by management for 
higher responsibilities. Nor was 
it composed by a member of the 
corporation’s public relations de- 
partment. 

The author 
hourly-rated employe. a member of 
that large segment of our popula- 
tion often loosely termed “Labor.” 

Here’s another prize-winner in 
this one by a 


was—and is-—an 


the same contest 
salaried employe: 

“Owning stock in our company, 
viewed by an emplove who has par- 


ticipated in the Stock Buying Plan 
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since its inception, means three dis- 
tinct things to me: 

“First, the appeal of the Plan as 
a savings, plus the very attractive 
earnings in dividends. Compared 
with current interest rates on sav- 
ings, I believe the returns are easily 
double. Then there is the discipline 
of planned sav- 
ing, without 
which many of 
us would not 
provide 






DIVIDEND 
% CHECK DS 


for 
savings in our 
budget. 


Plan promoted 
good-will between employer and 
employe. It breaks the back of 
Communist logic that the wealth of 
the nation is held by the Capitalis- 
tic class. and that the workers have 
no opportunity to participate in 
that wealth except by day-to-day 


“Second. the 


wages. It approaches the coopera- 
tive system which is the common 
bulwark between the faults of total 
Capitalism and the evils of Social- 
ism and its dead-end partner, Com- 
munism. 


“The third is the most impor- 
tant. It is agreed by thinking peo- 
ple that continued prosperity will 
depend on increased productivity. 
There is noth- 
will 


spur a man to 


ing that 


greater inter- 
est and effort 
than pride of 
ownership. the 
feeling that he 
has a stake in 
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the corporation which employs 
him. It is as deep in all of us as 
the pride the peasant of old felt 
for his plot of ground. Few of us 
can achieve vast investorship. but 
the feeling of pride can burn just 
as brightly in the humble holder of 
10 or 15 shares as in the holder of 
10.000.” 

Another of the company’s hourly- 
rated employes wrote that invest- 
ment in its shares brought a desire 
to “do the best job possible, to 
eliminate waste of time and mate- 
rial, to increase productivity and 
its quality, for it’s to the stock- 
holder’s own advantage to work 
for his own dollar, and to secure 
his investment.” 


Pride of Accomplishment 


This particular contestant added 
the observation that, with invest- 
ment, “you develop a pride in and 
sense a share of your company’s 
accomplishment. 

“You brag about its war record: 
you make certain that your newly- 
married daughter buys only a West- 
inghouse toaster: you give the lady 
next door a sales talk on the ’54 re- 
frigerator model. You even get a 
sense of pride in looking down at 
the lights that spell out Westing- 
house... .” 

Here. in part. are the words with 
which another salaried employe an- 
swered the question asked in the 
contest: 

“lve found that it pays more 
dividends than those on the quar- 
terly checks. and that these ‘extra’ 
dividends increase as time goes on 


regardless of what the stock does 
on the market. There’s the dividend 
of interest in what ‘My Company’ 
as a whole is doing—what new 
products they’re bringing out, what 
engineering feats and big jobs they 
are working on. what the employes 
of other branches do. 

“In short, the whole company 
seems mine now, not just this little 
Wesco branch where I’ve worked 
for 27 years. 


Keeps Better Posted 


“I watch the stock reports, read 
the president’s letters in regard to 
aims and policies, observe our own 
comparatively small operation here 
with real concern as to whether 
we're doing the job right and tak- 
ing care of ‘My Company’s’ inter- 
ests. I believe I’ve always been a 
‘sood worker,’ but I’m more valu- 
able to the company now for | 
have a personal interest in_ its 


gain. 





“And, finally, owning stock in 
Westinghouse has been that stimu- 
lus that makes the daily job an 
enjoyment. 

“It's ‘My Company’ now, and 
I love working for it!” 

Pretty reassuring — those es- 
says! 
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50 MIP Favorites 


NY fears that investors attracted 
by the Monthly Investment 
Plan might confuse it with a “get- 
rich-quick” scheme seem pretty 
well eliminated by the table below. 
The stocks there 
tabled—the most popular issues 
with MIP investors up to May 28. 
when the new Plan was just a day 


50 common 





or two more than four months old 
—had the following composite 
characteristics: 

Thirty years of uninterrupted 
dividend payments, cash dividend 
distributions of $2.36 per share in 
the 12 months ended May 28, 1954, 
a market price of $16.27 and a 
median yield of 5.1 per cent. 




















Fifty Most Popular MIP stocks as of May 28, 1954 
Number Number 
Name of Stock of Plans Name of Stock of Plans 
Radio GT: CMVEEP oo650 cic. 128 
Dow Chemical .......... 824 Greyhound .......... 120 
General Motors ... 784 Public Service Gas . 118 
American Tel. & Tel. 684 Standard Oil of California 96 
Standard Oil of New Jersey 470 Sunray 94 
General Electric ....... 345 Lehman Corporation ....... 91 
Tri-Continental .......... 325 Commonwealth Edison .. 99 
Long Island Lighting ...... 305 Atlantic Refining 88 
United States Steel...... 292 Phillips Petroleum ........... 86 
International Nickel ..... 251 Toledo Edison 84 
CN DS ee re 245 Aluminum Company 83 
Socony-Vacuum ......... 220 Republic Steel 82 
National Biscuit . Mes 195 Mathieson Chemical . 80 
Westinghouse Electric .. 191 International Harvester 79 
Union Carbide ... ; 188 Anaconda 77 
Consolidated Edison ... 182 Sylvania ..... 74 
So era 173, American Cyanamid 72 
og a ere 164 Goodyear ... 72 
Canadian Pacific .... 164 St. Regis ... 67 
Eastman Kodak 163 Westinghouse Air Brake 64 
Carrier Corporation OER SOnMIG) 6 wsiscscyciissnene 63 
American Radiator 137. American Airlines .......... 63 
Columbia Gas .... 133 Safeway Stores ........... 62 
Southern Company ... 131 Atchison, Topeka & S. F... 59 | 
Detroit Edison 129 General Telephone ...... 47 | 
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“INSIDER” CONTROL 


Av \lORE than one annual meet- 
A ing an articulate share owner 
has complained that so few of the 
corporation's common shares were 
owned by one or more directors 
that lack of interest or confidence 
in the future of the enterprise was 
indicated. 

How about the other extreme— 
where officers. directors and their 
relatives own so large a part of 
the outstanding common stock that 
actual or virtual control of the cor- 
poration is indicated? 

Is that good for the company 
and for the other share owners? 


Conflicting Views 

Understandably. there is consid- 
erable difference of opinion—some 
investors feeling that a large man- 
agement investment is convincing 
evidence of confidence in the cor- 
poration’s future: while others fear 
the corporation’s dividend policy 
might be influenced unduly by the 
personal income tax problems of 
the “insiders.” 

Perhaps the ac- 
companying table of 
10 listed companies 
in which officers. di- 
rectors and their 
families own from 
approximately 0 to 
more than 75 per 
cent of the outstand- 
ing common stock 
may throw some 
light on this subject. 





—GOOD 
OR BAD? 


The table discloses a number of 
impressive factors. including: 

1. Every one of the common 
stocks paid cash dividends during 
the 12 months ended June 1, 1954. 

2. All 10 were selling when June 
began at prices above the lows for 
the five-year period 1949-1953. 
The gains over the lows ranged 
from $5.25 per share by Young 
Spring & Wire to $59 for Out- 
board Marine & Manufacturing. 
$81.37 by Corning Glass Works 
and $174.37 by Rohm & Haas. 

3. Five of the 10 were quoted at 
prices above their 1949-1953 highs. 
The gains over the peaks for that 
earlier period ranged from $1 a 
share in the case of Distillers 
Corp.-Seagrams to $25.75 for Out- 
board Marine & Manufacturing 
and $54.12 for Rohm & Haas. 

On the other hand. most of the 


oO! 


(e' 





10 companies paid out a relatively 
modest share of their earnings dur- 
ing the period covered. In the five 
vears 1949-1953. the 10 corpora- 
tions had combined earnings of 
$246.82 per share on their com- 
mon stocks. of which they paid out 
$84.79 in cash dividends-—a 34 per 
cent ratio. 

For the individual companies. 
the proportion of common share 
earnings distributed in cash divi- 
dends ranged from 16.7 per cent in 
the case of Admiral Corporation to 
54.8 per cent by J. J. Newberry. 
Six of the 10 paid out less than 40 
per cent of common share earnings 
in dividends during the five vears, 
and only J. J. Newberry paid out 
more than half of the period’s earn- 
ings. 

Yields on the 10 common stocks 
ranged from less than 1 to more 
than 9 per cent at the beginning of 
June. Only four showed vields of 


better than 5 per cent, even though 
two were then each yielding 9.] 
per cent. 

Investors who favor equities of 
corporations which make a practice 
of paving out half of their earnings 
or less in dividends to share owners 
generally are those whose chief in- 
vestment objective is capital ap- 
preciation. 

They reason that the profits a 
corporation plows back into new 
products. processes, inventions. 
plants and equipment must be re- 
the market 
price of that company’s common 
stock. 

That they are right frequently 
would seem indicated by the price 


flected eventually in 


ranges shown in the table below. 

However. investors whose chief 
aim is dividend income are more 
inclined to favor the shares of com- 
panies which pay out most of the 
profits earned. 





10 Selected Issues in Which the Officers, Directors and 
Their Families Have Substantial Holdings 








Total ag 
. Per Com. Share Paid 
ae 1949-1953 Market Year Per 
sec ttan hes Cash Price Ended Cent 
High Low Earns, Divs, 6/154 6/154 Yield 
Admiral Corporation $32%4a $ 6'/a $22.68a $ 3.79a $ 20 $0.92 46 
Corning Glass Works 90!/2 20 21.22 9.00 101% 2.00 2.0 
Distillers Corp.-Seagrams 31 12% 22.23 7.15 32 1.70 5.3 
Johnson & Johnson 82'/2 27a 22.158 6.58a 66% 1.65 2.5 
Lukens Steel Co 53'/2 15 41.91 13.95 44'/, 4.00 9.1 
J. J. Newberry 43'/2 29 18.23 10.00 34% 2.00 5.7 
Outboard Marine & Mfg. Co.**. 42!/2 Waa 18.4la 65la 68'/, 1.80 2.6 
Penn. Glass Sand Corp 41"/2 10%a = 11.43a 48a 46 130 28 
i Rohm & Haas Co 149%, 2954a$ =32.29a 6.50a 204 1.57a 0 
Young Spring & Wire 41"/s 163% 36.27 16.50 22 2.00 9.1 
a Adjusted for stock dividends and splits. **No adjustment made for ed 3-for-I spli 
t Range since listing on NYSE, 4/20/49. 
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MONEY 
Must Work! 


6¢J,)XPERIENCE teaches that the 

KE most expensive thing you 
can do with money is to do nothing 
with it!” 

So says Sam Shulsky, well- 
known New York financial and 
business writer, in a new book— 
“Stock Buying Guide”--—published 
this week by Fawcett Publications. 
Inc.. and on sale by book stores 
and news stands across the country 
at 75 cents the copy. 

Mr. Shulsky buttresses with the 
following example his theme that 
the perils of non-investing are 
more hazardous than those con- 
fronting the investor: If you'd 
hidden $1.000 in your mattress in 
1940, you'd still have the same 
number of dollars today, but their 
buying power — in terms of what 
they would have bought in 1940- 
has shrunk to $523. 





Valuable Data 


Although designed primarily for 
people who never have invested in 
securities previously, this 144- 
page. profusely-illustrated book 
contains a vast amount of tables 
and charts of value_and interest al- 
so to veteran traders. 

Some idea of the scope of the 
work may be had from the chapter 
headings: “You and stock owner- 
ship.” “What is a share of stock?” 
“Why you should own stocks.” 


“How do I buy stocks?” “Which 
stocks shall I buy?” “The stock 
market—how it operates.” “On the 
trading floor.” “Bonds and _pre- 
ferred stocks.” “Mutual funds.” 
“The over-the-counter market.” 
“Penny stocks.” “How to read 
about finance—the market aver- 
ages.” “Prophecy and stocks.” 


Financial Security 


Stock ownership. Mr. Shulsky 
tells the reader. “is an intrinsic 
part of the average man’s program 
for keeping step with rapidly 
changing economic conditions and 
for achieving financial security. ... 

“Slowly. with great deliberation 
and a commendable absence of 
gambling spirit. the American pub- 
lic is turning to the thought that if 
practically everyone can be a cus- 
tomer of our big producing cor- 
porations. almost everyone can 
share in their profits as well. 

“Tt is an idea with tremendous 
impact. both for the nation and 
the individual. In a democratic 
country, it is as fitting that the 
workman share in the ownership of 
our great productive machinery 
and in its profits as it is that he 
enjoy the high standard of living 
this machinery turns out.” 

This book, its author says, is not 
intended for those looking for an 
easy road to quick riches. 

However, if you're interested in 
learning how to invest intelligently, 
you probably can’t find a better 
guide—and you certainly won’t 
find a less expensive one. 


—K.H. 
19 





OKLAHOMA NATURAL GAS 





JOINS BIG BOARD LIST 


geen 4 NATURAL GaAs traces 
J its history back to Indian Ter- 
ritory days. In 1903 it built a 2- 
inch pipe line from the Osage Na- 
tion to the small village of Tulsey 
Town — today world-famous as 
Tulsa -- to serve a brick plant. 
Today the company operates the 
largest pipe line system in Okla- 
homa for gathering and distribut- 
ing gas. Natural gas is piped from 
110 producing fields in the Sooner 
State to homes and industries in 
1360 other 
lines are operated to the city limits 


communities: while 


of another 59 towns. 
2,903,231 Shares 

A few weeks ago, the 2,903,231 
outstanding shares of $7.50-par 
value Oklahoma Natural Gas com- 
mon stock (ticker symbol: ONG) 
were admitted to trading on the 
New York Stock Exchange. 

The company buys most of its 
cas from other producers ——- some 
20 per cent coming from its own 
fields or its interests in residual 
gas from gasoline plants. 

Revenues of Oklahoma Natural 
Gas soared to a record high al 
$35.548.000 in the 12 months ended 
March 31, 1954. from $29,969,000 
in the previous 12 months. Net in- 
come declined. however. to $3.759.. 
000. or $1.18 a common. share. 
$4,404,000, or $1.53 


from per 
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share, in the 12 months ended 
March 31. 1953. 

Lower earnings for the latest 
period, the company says. were 
mainly the result of higher cost of 
purchased gas. However, the state’s 
rate-making commission granted a 
$3.015.000 annual rate 
July 31. reversing the downward 
trend of profits. In the first seven 
months thereafter net some 
$600,000 over the same period of 
the previous year. 

Total gas reserves of the Okla- 
homa utility — including those un- 
developed — are put at more than 
3.000 billion cubic feet. 

By early 1954, the company’s 
customers had grown to 320,600 
from 300.800 in mid-1952. 

Oklahoma Natural Gas 
has 7.061 common share owners 


increase 


rose 


which 


has paid cash dividends in every 
year since 1939. This year. quar- 
terly disbursements of 30 cents a 
share each were made on Febru- 
ary 15 and on May 14. 


Equipment for cleaning natural gas 
at Depew, Okla. storage plant. 
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\VERAGES 
arent 
SHARE PRICES 


ryv tie stock market declined rather 
| sharply on Tuesday. June 8, 
with turnover expanding to 2.530.- 
000 shares—about one-third larger 
than the average 19514 daily vol- 
ume up to then. 

\ popular average of 30 indus- 
trial stocks closed that day at 
321.00, off 6.96, or 2.12 per cent: 
while the companion average of 
65 stocks (30 industrials, 20 rail- 
roads and 15 utilities) fell 2.75. 
or 2.2 per cent, to 119.735. 

The decline in the averages- 
and more particularly the contrac- 
tion in the industrial average— 
apparently convinced many people 
that the stock market had suffered 
a terrific drop. 


Hasty Reading 


This misinterpretation of the 
facts undoubtedly was heightened 
by those who read too quickly 
sentences like this one: “Evidence 
of the intensity of the decline is 
that the loss of $6.96 by the indus- 
trial average was the sharpest 
, in almost four years.” 

Does that mean the 30 common 
stocks in the industrial index de- 
clined by $6.96 a share? 

Let’s dissect the arithmetic: 

The largest loss registered by 
any of the 30 industrial issues in 
that popular average on June 8 





was $4.12. One of the 30 closed 


unchanged: 10 dropped less than 
$1 a share each, and 22 closed 
with losses of less than $2 each. 
Many investors—including some 
with years of experience —fre- 
quently forget how the industrial 
average referred to is computed. 
On June 8, it worked like this: The 
closing prices of the 30. stocks 
were added and that total was 
divided by 6.16. The resulting 
figure of 321.00, when compared 
with the previous day’s result of 
327.96, constituted a drop of 6.96, 


Another Change 


formula, the 
divisor is designed to adjust prices 


Arrived at by 


of those stocks in the average 
which have been split or which 
have paid stock dividends to make 
a continuity of comparison pos- 
sible. Beginning June 14. inci- 
dentally, the divisor was changed 
to 5.92—from 6.16—to adjust for 
the General Electric split. 

If every one of the 30 stocks in 
the industrial average had declined 
by only 75 cents a share on June 9 

the day following the sell-off 
mentioned above—that average 
would have fallen 3.65. Or, if each 
of the 30 had advanced exactly 75 
cents a share, the average would 
have gone up 3.65. 

In the first instance, the care- 
less reader might have gained the 
impression that stocks had slumped 
some $3.05 a share: in the second. 
he might have thought they regis- 
tered such a rise. 

He'd have been wrong twice! 


/ 


When should you 
sell a stock? 


[ONE-MINUTE INTERVIEWS] 
JOHN HANNAN, Chemical en- 


r Re a gineer, Newark, Del. 

3 '“T sold stock to make the 

’ down payment on my house. 
First, I had a_ profit and 
wanted to take it. Second, it 
was a quick, easy way to 
raise cash. With stocks on the 
Exchange, you know what 
they’re worth from day to 
day and can sell by picking 
up the telephone.” 

MABEL FREBERG, Larchmont, 

New York 

“My broker and I keep close 

tabs on the companies I own 

shares in. When one com- 

pany isn’t growing, we sell 

and buy shares in a company 

that has a more promising 

future. As business changes, 

you can change your invest- 

ments. That’s an advantage.” 
HAROLD CORNELY, credit 
manager, Ft. Wayne, Ind. 
“When I have a profit in a 
stock and feel the price won't 
go much higher —I sell. 
reinvest in a company whose 
stock seems on the way up. 
My broker helps with facts 
and advice, but I make final 
decisions.” 


The New York Stock Exchange is the na- 
tion’s market place where all kinds of peo- 
ple can buy and sell— economically and 
conveniently —shares in America’s great- 
est companies. To buy or sell your shares 
you need only call a member firm. 

Your decision to buy, to sell, or to con- 
tinue to hold your shares depends of 
course on vour own financial needs and 
the company’s financial prospects. 


OWN YOUR SHARE OF AMERICAN BUSINESS 


Vembers and Member Firms of the 


NEW YORK STOCK EXCHANGE 
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